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?Indicators of Financial Integration:
Tests Based on Country and Japanese Regional Data
Takeshi Taki
The paper considers the usefulness of two popular indicators of financial integration−saving−
investment correlation (within a single economy) and consumption correlation (across economies)−by
using latest data for OECD countries (1975−2003) and Japanese prefectures (1975−2004). First,
saving−investment correlations for individual economies in a particular region are expected to weaken
as the region becomes more financially integrated. This is confirmed by our empirical analysis, which
shows that (i) correlations (in terms of both simple correlation and regression coefficients) were
consistently smaller for Japanese prefectures than for OECD member countries; and (ii) correlations,
though statistically significant, declined over time for the OECD countries. Second, consumption
correlations across economies for a region are expected to increase as the region becomes more finally
integrated. This is also confirmed by our empirical analysis, which shows that correlations (in terms of
both simple correlation and regression coefficients) are high and approach unity across prefectures
within Japan, whereas they are small and often statistically not significant for the OECD countries.
These findings suggest that the two indicators do contain useful information about the macroeconomic
impact of financial integration.
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